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ADVERSE POSSESSION
 FENCE. The plaintiffs owned land neighboring the 
defendants’ land. The parties had discussed the boundary line 
between their properties and obtained a survey. The parties 
agreed to the boundary as determined by the survey and the 
plaintiffs erected a fence on the line. A later survey showed that 
the fence was erected a small distance on to the defendants’ land 
and the defendants objected to the plaintiffs’ claim that they 
acquired title to the disputed strip by adverse possess or estoppel. 
The court held that, where the parties had mutually agreed to 
a boundary line and erected a fence on that line, the parties 
were	estopped	from	objecting	to	the	line	as	the	true	boundary;	
therefore, the plaintiffs acquired title to the disputed strip.  Capps 
v. Abbott, 897 N.E.2d 984 (Ind. Ct. App. 2008).
 POSSESSION. The plaintiff owned land to the north of the 
defendant’s land and sought title by adverse possession of a strip 
of land about 10 feet wide along their boundary. The properties 
were separated by a fence when the properties were owned by 
the previous owners but the fence had been removed by the 
time the parties purchased their properties. The defendant had 
a survey done and discovered that the defendant’s title reached 
10 feet north of the old fence line. The defendant began to grow 
crops on the disputed property and blocked the plaintiff’s access 
to the disputed area. The evidence showed that, after the fence 
was removed, the prior owners did not contest the boundary 
line;	therefore,	the	court	held	that	the	plaintiff	and	prior	owners	
did not adversely possess the disputed strip for 10 years prior to 
the lawsuit. The court held that the plaintiff did not acquire title 
to the disputed strip by adverse possession. Watson v. Mense, 
2008 Mo. App. LEXIS 1715 (Mo. Ct. App. 2008).
 PRESCRIPTIVE EASEMENT. The plaintiffs owned 
property neighboring the defendants and had used a farm lane 
for access to a public highway. The defendants believed the lane 
belonged to them but did not object to the plaintiffs’ use for over 
40	years.	A	survey	showed	that	the	lane	was	a	private	access	road	
included in the defendants’ property and the plaintiffs filed an 
action to acquire a prescriptive easement by adverse possession 
for use of the road. The court held that there was no evidence 
that the defendants had give the plaintiffs or their predecessors 
in title permission to use the lane, that the defendants always 
believed they owned the lane, and the plaintiffs used the road 
continuously as an access to their property for their personal and 
farm use. The court held that the plaintiffs acquired a prescriptive 
easement for use of the lane as an access road. Capps v. Abbott, 
897 N.E.2d 984 (Ind. Ct. App. 2008).
ANIMALS
 COWS. The plaintiff was attacked on the plaintiff’s land by 
a cow which the plaintiff claimed belonged to the defendant. 
The plaintiff identified the cow by red color, long horns and 
a	“U”	brand.	The	defendant	sought	summary	judgment	based	
on the failure of the plaintiff to show that a cow owned by 
the defendant was involved and submitted written testimony 
of persons who knew the defendant’s cattle. In addition, a 
person who also kept cattle on the defendant’s ranch used the 
“U”	brand	on	his	cattle.	The	testimony	demonstrated	that	the	
defendant’s cattle had no brand, did not have long horns and 
none was completely red. The court held that the testimony was 
sufficient to demonstrate that the offending cow was not owned 
by the defendant, sufficient to support summary judgment for 
the defendant. Kennamer v. Noblitt, 2009 Tex. App. LEXIS 
82 (Tex. Ct. App. 2009).
 HORSES. The plaintiff was injured while driving on a public 
highway when the plaintiff swerved to miss two horses standing 
on the highway. The plaintiff claimed that the horses belonged 
to the defendants, who owned horses pastured near the accident 
scene. However, the horses were not at the accident scene 
when witnesses arrived and the identification of the horses 
was made only by the plaintiff. The plaintiff was unable to 
consistently describe any markings or identification marks to 
match the defendants’ horses to the ones seen on the highway. 
The	evidence	showed	that	over	45	horses	were	pastured	within	
a mile of the accident scene. The court held that the case was 
properly dismissed by the trial court for failure to prove that 
the horses were owned by the defendants.  Carter v. Loyd, 
2008 La. App. Unpub. 683 (La. Ct. App. 2008).
 SEARCH WARRANT. The plaintiff appealed the seizure of 
domestic house and farm animals by the animal control division 
of the county department of health, arguing that the seizure was 
illegal because it was made pursuant to an improper search 
warrant. The plaintiff argued that the search warrant failed to 
specify the animals to be seized and was “stale” in that it was 
issued more than 30 days after the initial inspection of the 
premises. The court upheld the search warrant as sufficiently 
specific in listing the types and conditions of the animals to be 
seized and was not “stale” in that the condition of the animals 
seen at the time of the first inspection was not likely to have 
changed in the 30 days.  Armon v. McHenry County, 2008 
U.S. Dist. LEXIS 104553 (N.D. Ill. 2008).
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BANKRUPTCY
FEDERAL TAX
 AUTOMATIC STAY.	The	 debtor	 filed	 for	Chapter	 13	 in	
January	2008	and	the	IRS	filed	an	unsecured	priority	claim	for	
2007 taxes and an unsecured non-priority claim for 1997 taxes. The 
IRS applied the debtor’s 2007 refund to 1997 taxes and the sent 
the debtor a notice of intent to levy on the debtor’s property for 
the remaining amount owed for 1997. The debtor argued that both 
actions violated the automatic stay. The court held that  changes 
made	to	11	U.S.C.	§	362	by	the	Bankruptcy	Abuse	Prevention	and	
Consumer Protection Act of 2005 carve out a special exception 
for an income tax refund setoff by a governmental unit. Section 
362(b)(26)	provides	that	the	filing	of	a	bankruptcy	petition	does	
not operate as a stay of a setoff of an income tax refund from a 
tax	period	prior	to	the	filing	of	the	bankruptcy	petition	against	a	
tax	liability	which	also	existed	prior	to	the	filing	for	bankruptcy.	
Therefore, the setoff of the 2007 refund against the 1997 tax 
liability did not violate the automatic stay. In re Ewing, 2009-1 
U.S. Tax Cas. (CCH) ¶ 50,148 (N.D. Ga. 2008).
 SALE OF CHAPTER 12 PROPERTY. The Chapter 12 
debtor sold breeding livestock and farm equipment pre-petition 
and incurred federal income tax which was a post-petition tax 
liability. The court held that, under the precedent of In re Schilke, 
379 B.R. 899 (Bankr. D. Neb. 2007), the taxes were eligible 
for treatment as unsecured, non-priority claims under Section 
1222(a)(2)(A). A second issue involved whether the taxes subject 
to	the	Section	1222(a)(2)(A)	benefit	should	be	taxed	separately.	
The IRS advocated the proportional method, allocating the tax 
according to the type of income. “The marginal method requires 
calculation of a return for all income, and then a second ‘pro 
forma’ tax return removing all qualifying sales income so that 
non-qualifying income would be taxed at lower marginal tax 
rates,	resulting	in	a	lower	tax	for	income	not	entitled	to	beneficial	
treatment. The marginal method effectively allocates the highest 
marginal tax rate to the taxes that qualify for treatment under § 
1222(a)(2)(A).” The court acknowledged that In re Knudsen, 
389 B.R. 643 (N.D. Iowa 2008) approved the use of the marginal 
method	as	a	means	to	benefit	the	debtor	and	creditors,	but	the	court	
rejected that method as inconsistent with the general purposes of 
the tax laws. The court found that Section 1222(a)(2)(A) does not 
require the courts to minimize a Chapter 12 debtor’s tax liability 
by	creating	a	complex	calculation	involving	a	fiction	that	the	sale	
proceeds should be taxed separately. In the Matter of Rickert, 
2009 Bankr. LEXIS 17 (Bankr. D. Neb. 2009).
 SETOFF. The debtor had an unpaid tax liability for 1997 for 
which	the	debtor	had	filed	a	return.	In	1999	the	IRS	filed	a	tax	lien	
based	on	the	tax	liability.	The	debtor	filed	for	Chapter	7	in	2003	
and	received	a	discharge	in	March	2004.	In	June	2004,	the	debtor	
filed	a	tax	return	for	2003	in	which	the	debtor	claimed	a	refund.	
The IRS offset the refund against the 1997 tax liability and the 
debtor sought recovery of the refund, arguing that the 1997 taxes 
were discharged. The court held that the discharge did not affect 
the IRS right of setoff and that the setoff was allowed because the 
refund and tax liability arose prior to the bankruptcy petition. In 
re Bryant, 2009-1 U.S. Tax Cas. (CCH) ¶ 50,164 (Bankr. W.D. 
Ky. 2009).
ENVIRONMENTAL LAW
 CLEAN WATER ACT. The	EPA	issued	a	final	regulation,	40	
C.F.R. § 122.3(h),  providing that pesticides applied in accordance 
with the Federal Insecticide, Fungicide, and Rodenticide Act 
(FIFRA) were exempt from the Clean Water Act’s permitting 
requirements because such pesticides were not pollutants. The 
plaintiffs challenged the regulation as exceeding the authority of 
the EPA to make the regulation, arguing that the Clean Water Act, 
33	U.S.C.	§	1362(6),	was	clear	that	pollutants	included	chemical	
waste and biological materials. The court agreed and held that the 
regulation was void because it was not a reasonable interpretation 
of the statute. National Cotton Council of America v. U.S. 
E.P.A., 2009 U.S. App. LEXIS 45 (6th Cir. 2009).
FEDERAL  AGRICULTURAL 
PROGRAMS
 A G R I C U LT U R A L WAT E R  E N H A N C E M E N T 
PROGRAM.  The CCC has issued a notice to inform agricultural 
producers of the availability of Agricultural Water Enhancement 
Program (AWEP) funds and to solicit proposals from potential 
partners who seek to enter into partnership agreements with the 
NRCS to promote the conservation of ground and surface water 
and the improvement of water quality. The AWEP was established 
by Section 2510 of the Food, Conservation, and Energy Act of 
2008 (2008 Farm Bill). 74 Fed. Reg. 2040 (Jan. 14, 2009).
 ANIMAL IDENTIFICATION. The APHIS has issued 
proposed regulations amending the domestic livestock regulations 
to require that when animal identification numbers (AINs) are 
used,	only	those	numbers	beginning	with	the	840	prefix	will	be	
recognized as official for use on all AIN tags applied to animals 
one year or more after the date on which this proposed rule is 
finalized. In addition, the proposed regulations require that all 
new premises identification numbers (PINs) that are issued on 
or after the effective date of this rule use the seven-character 
alphanumeric code format. Official ear tags that use a premises 
based numbering system issued after a one year phase-in period 
will be required to use the seven-character alphanumeric code 
format as well. The proposed regulations also provide several 
changes	pertaining	to	the	use	of	the	U.S.	shield	on	official	ear	
tags, numbering systems that use such ear tags, and the correlation 
of those numbering systems with the PIN. 74 Fed. Reg. 1634 
(Jan. 13, 2009). 
 COUNTRY-OF-ORIGIN LABELING. The AMS has adopted 
as	final	regulations	implementing	the	country-of-origin	labeling	
program enacted by the Farm Security and Rural Investment Act 
of 2002 and amended by the Food, Conservation, and Energy Act 
of 2008 (2008 Farm Bill). Covered commodities include muscle 
cuts	of	beef	(including	veal),	lamb,	and	pork;	ground	beef,	ground	
lamb,	and	ground	pork;	farm-raised	fish	and	shellfish;	wild	fish	
and	 shellfish;	 perishable	 agricultural	 commodities	 (fresh	 and	
frozen	 fruits	 and	vegetables);	 and	peanuts.	The	 rules	 contain	
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definitions,	 the	 requirements	 for	 consumer	 notification	 and	
product marking, and the recordkeeping responsibilities of 
both retailers and suppliers. The AMS noted that most of the 
provisions were mandated by the statute and did not leave the 
agency	with	much	discretion.	Under	the	Act,	the	ingredients	
in	a	processed	food	item	are	excluded	from	the	definition	of	a	
covered	commodity.	The	regulations	define	“processed	food	
item” under a two-step approach. If the covered commodity 
has undergone a physical or chemical change which causes the 
character of the commodity to be different, then the commodity 
is a processed food item. Examples provided in the explanation 
included	squeezed	orange	juice,	peanut	butter	and	fish	sticks.	
Ground	meat	is	specifically	defined	as	a	covered	commodity.	
Under	the	second	step,	a	retail	item	derived	from	a	covered	
commodity that has been combined with either other covered 
commodities, or other substantive food components (e.g., 
chocolate,	 stuffing)	 resulting	 in	 a	distinct	 retail	 item	 that	 is	
no longer marketed as a covered commodity is considered 
a processed food item. See McEowen, “Country of Origin 
Labeling,”	14	Agric. L. Dig. 65 (2003). 74 Fed. Reg.  2657 
(Jan. 15, 2009).
 ENVIRONMENTAL QUALITY INCENTIVES 
PROGRAM.	The	CCC		has	issued	an	interim	final	rule,	with	
request for comment, amending the existing Environmental 
Quality Incentives Program regulations to incorporate 
programmatic changes as authorized by amendments in the 
Food, Conservation, and Energy Act of 2008 (2008 Fam Bill). 
74 Fed. Reg. 2293 (Jan. 15, 2009).
 FARM AND RANCH LANDS PROTECTION 
PROGRAM.	The	CCC	has	issued	an	interim	final	rule,	with	
request for comment, amending the regulations governing the 
Farm and Ranch Lands Protection Program as amended by the 
2008 Farm Bill. 74 Fed. Reg. 2809 (Jan. 16, 2009).
 GRASSLAND RESERVE PROGRAM. The CCC has 
issued	an	interim	final	rule,	with	request	for	comment,	which	
sets	 forth	 how	 the	USDA,	 using	 the	 funds,	 facilities,	 and	
authorities of the CCC, will implement the Grassland Reserve 
Program in response to the changes made to the program by 
section	2403	of	 the	Food,	Conservation,	and	Energy	Act	of	
2008 (2008 Farm Bill). 74 Fed. Reg. 3855 (Jan. 21, 2009).
 IMPORTS. The defendant imported powdered egg whites 
from	Peru	without	obtaining	a	pasteurization	certificate	from	
the Peruvian government and without obtaining authorization 
from the Food Safety and Inspection Service (FSIS). Although 
the	United	States	Customs	 cleared	 the	 shipment,	 the	FSIS	
detained the egg whites because they were imported in violation 
of	 the	Egg	Products	 Inspection	Act	 (EPIA),	 and	 the	USDA	
refused the defendant’s request to return the egg whites to 
Peru.	The	court	held	that	the	export	provisions	of	21	U.S.C.S.	
§	 1046(b)(1)	 and	9	C.F.R.	 §	 590.945(a)	 applied	 only	when	
an imported egg product was refused entry before clearing 
US	Customs.	Because	 the	 egg	whites	 had	 been	 cleared	 by	
Customs,	 21	U.S.C.S.	 §	 1037(b)(2)	 precluded	 their	 sale	 or	
transport in commerce and the egg white were properly treated 
the same as a domestic egg product that had not been properly 
inspected.	The	court	also	held	that,	although	US	Customs	acted	
improperly in clearing the shipment, the government did not act 
arbitrarily and capriciously in strictly enforcing the EPIA and in 
seeking condemnation and destruction of the egg whites. United 
States v. 8,800 Pounds, more or less, of Powdered Egg White 
Product, 2008 U.S. App. LEXIS 26098 (8th Cir. 2008), aff’g, 
2007 U.S. Dist. LEXIS 74999 (E.D. Mo. 2007).
 MEAT. The AMS has announced that it is establishing a 
voluntary standard for a naturally raised marketing claim that 
livestock	producers	may	request	to	have	verified	by	the	USDA.	
This voluntary standard will allow livestock producers to utilize 
AMS’ voluntary, third party verification services to provide 
validity to such naturally raised livestock claims and, in certain 
cases,	 access	 to	markets	 that	 require	AMS	verification.	AMS	
verification	of	this	claim	would	be	accomplished	through	an	audit	
of the production process in accordance with procedures that are 
contained in 7 CFR Part 62.74 Fed. Reg. 3541 (Jan. 21, 2009).
 WETLANDS RESERVE PROGRAM. The CCC has issued 
an	interim	final	rule,	with	request	for	comment,	which	sets	forth	
how the NRCS, using the funds, facilities, and authorities of the 
CCC, will implement the Wetlands Reserve Program in response 
to changes made to the program by the Food, Conservation, and 
Energy	Act	of	2008	(2008	Farm	Bill).	In	addition,	this	interim	final	
rule	incorporates	other	changes	to	the	regulation	for	clarification	
or program administration improvement. 74 Fed. Reg. 2317 (Jan. 
15, 2009).
 FEDERAL ESTATE
AND GIFT TAXATION
 No Items.
 FEDERAL INCOME 
TAXATION
 AGRICULTURAL CHEMICALS SECURITY CREDIT. 
The 2008 Farm Bill added a provision for the agricultural 
chemicals security credit	 of	 30-percent	 of	 “qualified	 security	
expenditures” with a limit of $100,000 for any “facility,” and a 
maximum of $2,000,000 for any taxable year for any taxpayer for 
costs incurred to secure agricultural chemicals including employee 
training, security lighting and conducting a “security vulnerability 
assessment.”  Pub.	L.	No.	110-246,	§	15343(a),	adding	I.R.C.	§	
45O. The IRS has issued Form 8931 for claims for the credit and 
seeks public comment. The form is available online at http://www.
irs.gov/app.
 CASUALTY LOSS. The taxpayers, husband and wife, claimed 
a casualty loss deduction for damage to their house. The taxpayers 
presented	 photographs	 of	 the	fire	 damage	 but	 did	 not	 provide	
evidence of the value of the house or any damaged contents, 
evidence of the tax basis of the property, or the amount of insurance 
reimbursement. The court held that the loss deductions were 
properly disallowed for lack of substantiation. Lockett v. Comm’r, 
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2009-1 U.S. Tax Cas. (CCH) ¶ 50,146 (11th Cir. 2009), aff’g, 
T.C. Memo. 2008-5.
 COURT AWARDS AND SETTLEMENTS. The taxpayer 
was injured in an auto accident and sued the other driver for 
physical injuries and other damages. The taxpayer also sued 
the bar which served the driver alcohol. The parties reached 
a settlement but the settlement was stayed because the driver 
and bar had an action against an insurance company for bad 
faith failure to settle the lawsuit. The driver and bar assigned 
their cause of action to the taxpayer who pursued it against the 
insurance company. The insurance company settled with the 
taxpayer for money. The IRS ruled that the insurance company 
lawsuit settlement recovery was based on the original lawsuit 
against	 the	driver	and	bar;	 therefore,	 the	settlement	 recovery	
would be characterized according to the original lawsuit. The 
IRS ruled that, to the extent the proceeds of the insurance 
settlement were attributable to the taxpayer’s claims for physical 
injuries, the proceeds were excluded from taxable income. To 
the extent the proceeds were not attributed to physical injury 
claims, the proceeds were taxable. The ruling does not discuss 
the appropriate method of allocation. Ltr. Rul. 200903073, Oct. 
9, 2008.
 DEPRECIATION. The IRS has issued a revenue procedure 
providing guidance under Section 3081 of the Housing and 
Economic Recovery Act of 2008, Pub. L. No. 110-289, 122 Stat. 
2654	(2008).	Section	3081(a)	amended	I.R.C.	§	168(k)	by	adding	
I.R.C.	§	168(k)(4),	allowing	corporations	to	elect	not	to	claim	
the	50-percent	additional	first	year	depreciation	for	certain	new	
property acquired after March 31, 2008, and placed in service 
generally before January 1, 2009, and instead to increase their 
business credit limitation under I.R.C. § 38(c) or alternative 
minimum tax (AMT) credit limitation under I.R.C. § 53(c). 
The	revenue	procedure	clarifies	the	rules	regarding	the	effects	
of	making	the	I.R.C.	§	168(k)(4)	election,	the	property	eligible	
for the election, and the computation of the amount by which 
the business credit limitation and AMT credit limitation may be 
increased if the election is made. The IRS stated that it intends 
to publish future guidance regarding the time and manner for 
making	the	I.R.C.	§	168(k)(4)	election,	for	allocating	the	credit	
limitation increases allowed by the election, and for making the 
election to apply Section 3081(b) of the Housing Act by certain 
automotive partnerships, and regarding the procedures applicable 
to partnerships with corporate partners that make the I.R.C. § 
168(k)(4)	election. Rev. Proc. 2008-65, 2008-2 C.B. 1082. The 
IRS has issued a revenue procedure which supplements Rev. 
Proc. 2008-65 by providing guidance on the time and manner 
for	making	the	new	I.R.C.	§	168(k)(4)	election,	the	allocation	
of the credit limitation increases allowed by this election among 
members of a controlled group, the effect of the election on 
partnerships with corporate partners that make the election, 
the	application	of	I.R.C.	§	168(k)(4)	to	S	corporations,	and	the	
election under Section 3081(b) of the Housing and Economic 
Recovery Act of 2008 by certain automotive partnerships. Rev. 
Proc. 2009-16, I.R.B. 2009-6.
 EMPLOYEE BENEFITS. The IRS has issued a revenue 
procedure which provides that: (1) the maximum value of 
employer-provided	vehicles	first	made	available	to	employees	
for personal use in calendar year 2009 for which the vehicle 
cents-per-mile valuation rule provided under Treas. Reg. § 1.61-
21(e) may be applicable is $15,000 for a passenger automobile 
and	$15,200	for	a	truck	or	van;	and	(2)	the	maximum	value	of	
employer-provided	vehicles	first	made	available	to	employees	
for	personal	use	in	calendar	year	2009	for	which	the	fleet-average	
valuation rule provided under Treas. Reg. § 1.61-21(d) may be 
applicable is $19,900 for a passenger automobile and $19,900 
for a truck or van. Rev. Proc. 2009-12, 2009-1 C.B. 321.
 FIRST-TIME HOME BUYER CREDIT. The IRS has issued 
guidance	with	regard	to	allocating	the	new	first-time	homebuyer	
credit between unmarried co-purchasers of a principal residence 
pursuant to I.R.C. §  36(b)(1)C). The credit, added by the 
Housing and Economic Recovery Act (Pub. L. No. 110-289), 
allows a taxpayer to claim a credit that is equal to 10 percent of 
the purchase price of a residence purchased after April 8, 2008, 
and before July 1, 2009. The maximum amount of the credit is 
$7,500	($3,750	for	a	married	taxpayer	filing	a	separate	return).	
The total credit allocated between unmarried taxpayers cannot 
exceed $7,500. Notice 2009-12,  2009-1 C.B. 321.
 IRA.	Under	the	Worker,	Retiree,	and	Employer	Recovery	Act	
of	2008	(Pub.	L.	No.	110-458),	required	minimum	distributions	
from IRAs and retirement plans that maintain participant 
benefits	in	individual	accounts	are	waived	for	2009.		The	IRS	
has	issued	amended	rules	for	reporting	requirements	for	financial	
institutions reporting required minimum distributions  in 2009 
from IRAs and other individual account retirement plans. The 
provisions of Notice 2002-27, 2002-1 C.B. 814, need not be 
followed for 2009 distributions. Notice 2009-9, I.R.B. 2009-5.
 INFORMATION RETURNS. The IRS has issued a notice 
which applies to reporting entities that furnish Form 1099-B and 
that customarily report the items furnished on Form 1099-B to 
customers on an annual composite form recipient statement (as 
described	 in	Section	4.2	 of	Rev. Proc. 2008-36, 2008-2 C.B. 
340). The notice provides that such reporting entities have until 
February 17, 2009, to report all items that they customarily 
report on these annual composite form recipient statements 
to all customers whether or not each customer’s transactional 
history for 2008 triggered an obligation to furnish Form 1099-B 
to	that	particular	customer.	The	notice	modifies	the	2008	General	
Instructions	for	Forms	1099,	1098,	5498,	and	W-2G	and	applies	
only to the reporting of items from calendar year 2008. Notice 
2009-11, I.R.B. 2009-5.
 PENSION PLANS.  For plans beginning in January 2009 for 
purposes of determining the full funding limitation under I.R.C. § 
412(c)(7),	the	30-year	Treasury	securities	annual	interest	rate	for	
this period is 2.87 percent, the corporate bond weighted average 
is 6.29 percent, and the 90 percent to 100 percent permissible 
range is 5.67 percent to 6.29 percent. Notice 2009-2, I.R.B. 
2009-4.
 RETURNS. The	 IRS	has	 adopted	 as	final	 regulations	 that	
amend existing regulations issued under I.R.C. § 7508A to clarify 
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rules relating to the postponement of certain tax-related acts 
by reason of a Presidentially declared disaster or terroristic or 
military	action.	The	proposed	regulation	clarifies	the	scope	of	
relief	under	Section	7508A	and	specifies	that	interest	may	be	
suspended during the postponement period. 74 Fed. Reg. 2370 
(Jan. 15, 2009).
The IRS has announced that taxpayers in Delaware, Illinois, 
New	York	and	Rhode	Island	who	file	paper	income	tax	returns	
will be sending their returns to a different processing center in 
2009. Taxpayers in Illinois will send their tax returns to the IRS 
Fresno Service Center in Fresno, California. Those in Delaware, 
New York and Rhode Island will send them to the IRS Kansas 
City Service Center in Kansas City, Missouri.  IR-2009-7.
 ROYALTY PAYMENTS. The taxpayer corporation 
manufactured kitchen equipment which it sold under licensing 
agreements which allowed the taxpayer to use well-known 
trademarks on the products. The court held that the royalty 
payments made under the license agreements had to be 
capitalized, under I.R.C. § 263A, in the cost of the goods 
manufactured and sold. Robinson Knife Manufacturing Co., 
Inc. v. Comm’r, T.C. Memo. 2009-9.
SAFE HARBOR INTEREST RATES
February 2009
 Annual Semi-annual Quarterly Monthly
Short-term
AFR  0.60 0.60 0.60 0.60
110 percent AFR 0.66 0.66 0.66 0.66
120 percent AFR 0.72 0.72 0.72 0.72
Mid-term
AFR	 	 1.65	 1.64	 1.64	 1.63
110 percent AFR  1.81 1.80 1.80 1.79
120 percent AFR 1.98 1.97 1.97 1.96
Long-term
AFR	 2.96	 2.94	 2.93	 2.92
110 percent AFR  3.26 3.23 3.22 3.21
120 percent AFR  3.56 3.53 3.51 3.50
Rev. Rul. 2009-5, I.R.B. 2009-4.
 S CORPORATIONS.
 WORTHLESS STOCK. The taxpayers owned stock in an 
S corporation which operated a construction business. The 
taxpayers had accumulated deferred passive loss deductions. 
The corporation became insolvent in 1995 and its bonding 
companies	took	control	over	the	corporation’s	financial	activities	
and refused to provide any bonding for new construction 
contracts.	The	corporation	filed	a	law	suit	against	a	client	and	
hoped	the	recovery	would	be	sufficient	to	pay	off	the	defaulted	
bonds and re-establish its bond-worthiness so it could continue 
in business. The lawsuit was settled in 1997, resulting in 
discharge of indebtedness income to the corporation. However, 
the settlement was not large enough to allow the corporation 
to continue in business. The taxpayers claimed that the stock 
became worthless in 1997 and the loss was deductible because 
the basis of the stock was increased by the discharge of 
indebtedness income passed through to the shareholders. The 
court held that the corporation stock became worthless in 1995 
when the corporation became insolvent and lost its bonding 
and any prospect of new business. Although the lawsuit had 
potential to bring value to the corporation’s stock, the court 
held that the taxpayers failed to provide enough information 
about the lawsuit for the court to judge whether the lawsuit, in 
1995,	had	any	reasonable	potential	for	a	sufficient	recovery	of	
business operations.  Bilthouse v. United States, 2009-1 U.S. 
Tax Cas. (CCH) ¶ 50,158 (7th Cir. 2009), aff’g, 2007-2 U.S. 
Tax Cas. (CCH) ¶ 50,680 (N.D. Ill. 2007).
 TAX TIPS. The IRS has announced that it will provide a 
daily	on-line	series	of	tax	tips	for	the	2009	filing	season.	The	
series will provide useful information easily understandable by 
the average taxpayer, with a new tip added every day until the 
April	15,	2009,	filing	deadline.	Taxpayers	will	have	access	to	
Tax Tips through the IRS web site, which will also provide daily 
e-mails	upon	request	and	audio	files	for	podcast.	Topics	for	the	
series will include: choosing a tax preparer, how to obtain free 
tax	help,	e-filing,	filing	extensions,	retaining	tax	records,	and	
the	first-time	homebuyer	tax	credit.	IR-2009-4.
 TAX RETURN PREPARERS. I.R.C. § 7216 imposes a 
criminal penalty on preparers who knowingly or recklessly 
disclose any information furnished by taxpayers for the 
preparation of a return or use any such information for any 
purpose other than the preparation of the return or declaration, 
subject to several exceptions. One exception, under Treas. Reg. 
§ 301.7216-2(o), allows a preparer to use statistical compilations 
of anonymous return information in support of the preparer’s tax 
return preparation business. However, the regulation prohibits 
the disclosure of all statistical compilations, both taxpayer-
identifying and anonymous, unless the disclosure is made in 
order	to	comply	with	financial	accounting	or	regulatory	reporting	
requirements or occurs in connection with the sale or other 
disposition of the compiler’s tax return preparation business. 
The IRS has provided interim guidance under I.R.C. § 7216 
and Treas. Reg. § 301.7216-2(o) relating to the ability of a tax 
return preparer to disclose and use statistical compilations of 
anonymous return information in support of the preparer’s tax 
return preparation business, without the consent of the preparer’s 
taxpayer clients. The guidance expands, during 2009 only, the 
ability of tax return preparers to disclose statistical compilations, 
subject	to	specific	requirements	to	ensure	anonymity	and	other	
restrictions. Notice 2009-13, I.R.B. 2009-6.
 The plaintiff used the defendant tax return preparer to prepare 
the plaintiff’s tax return. The plaintiff’s tax return was found 
in a dumpster, along with the returns of other customers of the 
defendant.	The	plaintiff	filed	an	action	under	I.R.C.	§	7431(b)	for	
violation of I.R.C. § 6103 for improper disclosure of tax return 
information.  The court held that I.R.C. § 6103 did not apply to 
the defendant because the defendant did not receive the disclosed 
tax return information from the IRS. Pinero v. Jackson Hewitt 
Tax Service, Inc., 2009-1 U.S. Tax Cas. (CCH) ¶ 50,162 (E.D. 
La. 2009). 
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Special 20th Anniversary Sale
The Agricultural Law Press celebrates its 20 years of publishing in agricultural law with a series of special 
sales of its publications over the next few months.
During January-February 2009, purchase the Principles of Agricultural Law for only $100 
postpaid (regularly $115) and receive your first update (August 2009) free.
PRINCIPLES OF AGRICULTURAL LAW
by Roger A. McEowen & Neil E. Harl
 The Agricultural Law Press presents a special sale on college-level textbook covering the major areas of agricultural law, 
including:
Table of Contents
   Chapter 1  Introduction to Agricultural Law and the Legal System Chapter 8  Estate Planning 
 Chapter 2  Contracts Chapter 9  Business Planning
 Chapter 3  Secured Transactions Chapter 10 Cooperatives
 Chapter 4  Negotiable Instruments Chapter 11  Civil Liabilities
 Chapter 5  Bankruptcy Chapter 12  Criminal Liabilities
 Chapter 6  Income Tax Planning Chapter 13  Water Law
    and Management Chapter 14  Environmental Law
 Chapter 7  Real Property Chapter 15  Regulatory Law
   Glossary, Table of cases, Index
 Semi-annual updates: A unique feature of this textbook is that it is published in looseleaf form with semi-annual updates which can 
be incorporated directly into the book, making the book as timely as it is comprehensive. Although the book is designed as a textbook, 
it	also	serves	as	an	excellent	first	resource	for	many	questions	on	agricultural	law.	All	adopting	instructors	will	receive	complimentary	
updates for their texts. Students and other owners may obtain the updates by subscription. Finally, a textbook which never goes out of 
date.
The Authors:
	 Roger	A.	McEowen,	is	Leonard	Dolezal	Professor	in	Agricultural		Law,	Iowa	State	University,	and	Director	of	the	ISU	Center	for	
Agricultural Law and Taxation. He is a member of the Kansas and Nebraska Bars, and Honorary Member of the Iowa Bar. Professor 
McEowen	has	also	been	a	visiting	professor	of	law	at	the	University	of	Arkansas	School	of	Law,	Fayetteville,	Arkansas,	where	he	taught	
in both the J.D. and agricultural law L.L.M. programs. Professor McEowen has published many scholarly articles on agricultural law. 
He is also the lead author for The Law of the Land, a 300 page book on agricultural law.  Professor McEowen received a B.S. with 
distinction	from	Purdue	University	in	Economics	in	1986,	an	M.S.	in	Agricultural	Economics	from	Iowa	State	University	in	1990,	and	
a	J.D.	from	The	Drake	University	School	of	Law	in	1991.
 Neil E. Harl is one of the country’s foremost authorities on agricultural law. Dr. Harl is a member of the Iowa Bar, Charles F. Curtiss 
Distinguished	Professor	in	Agriculture	and	Emeritus	Professor	of	Economics	at	Iowa	State	University,	and	author	of	the	14	volume	
treatise, Agricultural Law, the one volume Agricultural Law Manual, the Farm Income Tax Manual, and numerous articles on agricultural 
law and economics.
Purchase Offer
 To purchase your copy at this special price, send $100 by check to Agricultural Law Press, P.O. Box 835, Brownsville, OR 97327. 
The Principles may also be ordered online, www.agrilawpress.com, using your credit card through the PayPal secure online system. 
Be sure to use the “multiple publication” price of $100. The book will include the January 2009 update and you will receive the August 
2009 update free of charge. Subsequent semi-annual updates are available for $50 per year.
